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For Internal Use Only 
QUARTERLY PROGRESS REPORT 
 
 
A.  Project Purpose and Approach 

Purpose. The purpose of the Local Economic Development (ERUM) project in Ukraine is to 
establish essential infrastructure that will enable Ukrainian city governments to attract 
investment, promote business development, and provide for jobs creation in a democratic 
manner and on an on-going basis. 
 
Approach. The ERUM project provides Ukrainian communities with focused and organized 
technical assistance and training in the development and implementation of realistic strategic 
plans for local economic development. Though an open and transparent strategic planning 
process the project works hand-in-hand with city government officials, business and 
community leaders, and local government service organizations to foster constructive 
relationships between local government, the business community, and the non-governmental 
sector and build their sustainable capacity to attract investment, promote business 
development, and provide for jobs creation. 
 

B.  Significant Events and Achievements 

This quarter marked a number of significant achievements and steps forward for the ERUM 
project, including: 
 

• Selection of the first wave of six cities to receive strategic planning and 
implementation assistance. 

 
• Selection and initiation of training for the first six LGSO strategic planning trainees. 

 
• Hosting of the official project opening ceremony held at the Hotel Rus on March 30th 

where the project objectives and activities were introduced, the first six winning cities 
were officially announced to the public, and letters of intent were signed with each. 

 
• Receipt of registration and accreditation documents from the Government of Ukraine 

allowing the project to finally establish an official bank account and install the 
financial and administrative systems essential to operating efficiently, effectively, and 
legally in Ukraine.  

 

C.  Task Activities 

Task 1: Participating City Selection Process. 
 
One hundred fifty-two city selection packages were mailed to cities in our target group during 
the previous quarter. Fifty-eight cities returned their questionnaires by the imposed deadline 
of January 28 and twenty-nine additional questionnaires were received after the deadline, 
making a total of 87 city selection questionnaires received.    
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Data and information from the questionnaires was compiled and each city evaluated and 
ranked by the members of the selection committee using a fixed set of evaluation criteria. 
Based on the ratings, rankings and opinions of the selection committee members, twelve 
cities were identified for preliminary site visits. This short list of cities included: 
 

Site Visits Conducted 
• Alushta • Brovary  
• Dzhankoy  • Drohobych  
• Kalush  • Kaniv  
• Kovel  • Nizhyn  
• Pavlohrad  • Pryluky  
• Chernihiv  • Chortkiv 

 
In March, three ERUM teams visited the 12 cities to further evaluate each and assess their 
potential for success and commitment in the ERUM program. Meetings were held with the 
mayors of each city, deputy mayors for economic development, potential project coordinators 
as well as local businesspeople.  Following these site visits the selection committee selected 
six cities to participate in the first wave of strategic planning.  The remaining cities from the 
site visits except Chernihiv were notified that they will be included in the second wave of 
strategic planning activity.   
 

Cities Selected for First Wave 
• Kalush • Kaniv 
• Pavlohrad • Pryluky 
• Ivano-Frankivsk • Chortkiv 

 
 

Cities Selected for Second Wave 
• Dryhobych/Tryskavets • Nishyn 
• Alushta • Kovel 
• Dzhankoy • Brovary 

 
 
On March 30th at the ERUM project presentation ceremony held at the Rus Hotel, 
representatives from the six cities signed memorandums of understanding between their cities 
and the project signifying their commitment to the program and completing the city selection 
process for the first wave of ERUM strategic planning cities. 
 
Mentor Cities   The cities of Komsomolsk, Kamyanets-Podilsky and Berdyansk were 
identified as models for the ERUM participant cities. Local and international ERUM 
consultants visited the four mentor cities on the project’s first set of site visits from January 
17th to 20th, 2005. ERUM consultants held meetings with mayors, city government officials 
responsible for local economic development, and with representative groups of 
businesspeople to develop an appropriate program of cooperation with the ERUM project. 
These trips were particularly useful as they provided a snap shot of best practices in LED in 
Ukraine, how LED is integrated and organized in Ukrainian cities and the challenges and 
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opportunities faced by public and private sector leaders. Following these sites visits a report 
on possible areas of cooperation and assistance was developed and submitted to USAID. 
 
A plan of cooperation with the mentor cities was prepared and approved by USAID.  Plan 
features include ERUM support for mentor city economic development activities as well as 
mentor city contribution to the development of other cities in the program.   
 
 
Task 2: Building Ukrainian Capacity. 
 
Sub-task A: Municipal LED Toolkit 
The outline of the LED toolkit was developed and submitted to USAID in February. It 
contains two volumes:  
 

• Volume 1 - Getting Started: Prepare and Plan 
• Volume 2 – Implementing Your LED Strategy: Tools for Success.  

 
The project started the process of collection, adaptation and translation of tools, best 
practices, and case studies in preparation for publication of the first volume of the toolkit. A 
guide to strategic planning used previously in countries of Central and Eastern Europe has 
been adapted and translated into Ukrainian.  
 
Proposed Ukrainian best practices in LED submitted by LGSOs in their questionnaires were 
reviewed and will be included in the toolkit as appropriate. 
 
The project distributed a letter to other projects, organizations, and professionals who work in 
areas related to LED to encourage them to share their experience and providing descriptions 
of relevant practices that can be published in the toolkit.   
 
Sub-task B: Building LGSO Capacity 
 
At the end of the previous quarter 240 questionnaires were distributed to prospective LGSOs 
organizations and approximately 250 where sent to independent trainer-consultants. The 
project received 83 returned questionnaires from LGSOs and 140 from consultant-trainers. A 
training needs assessment of both groups was conducted to determine their training interests 
in fields related to LED planning and implementation.  
 
The returned questionnaires were also used to develop a sourcebook of LGSOs for city 
governments. The training needs assessment informed the direction and content of the LED 
seminar series that is being developed, and both the assessment and questionnaire helped 
ERUM identify and select 15 LGSO consultants to participate on the ERUM LED strategic 
planning teams and receive on-the-job training in strategic planning facilitation. Six LGSO 
consultants will participate in the first wave of cities and 8 will participate in the second 
wave. 
 
Two seminars were held during the reporting period for LGSO consultants. The first was held 
for the 15 LGSO consultants and was designed to introduce them to the LED strategic 
planning process. The second was the Community Profile Workshop held for the 7 first wave 
LGSO consultants and the project coordinators from each of the six strategic planning cities.  
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In addition, discussions were held with NARDA and potential Regional Training Offices 
(RTOs) that may service as training centers for the ERUM LED Seminar Series. 
 
 
Task 3: Strategic Plan Development. 
 
Upon identification of the six cities for the first wave of strategic planning assistance, ERUM 
teams were created to work directly with each city. The teams are as follows:   
 

LED Teams  
Cities ERUM LED 

Advisors 
ERUM LED 
Specialists  

LGSO 
Representatives 

ERUM 
Translator 

Ivano-
Frankivsk, 
Pryluky 

Norton Berman, 
Tomas Vlasak 

Volodymyr 
Parkhomenko 

Lydia 
Volosianko 
(Ivano-
Frankivsk) 
Valeriy Kokot 
(Chernihiv) 

Oleksandr 
Lisnychenko 

Kalush, 
Chortkiv 

Jan Vozab, 
Dusan Kulka 

Ihor Parasyuk Halyna 
Vasylchenko 
(Ivano-
Frankivsk), 
Ihor Lepioshkin 
(Kamyanets-
Podilsky) 

Oleksandr 
Zhelezniak 

Kaniv, 
Pavlohrad 

Petr Adamek, 
Jack Vincent  

Petro Koshukov Serhiy 
Tkachenko 
(Donetsk), 
Anatoliy 
Solovyov 
(Kharkiv), 
Viktoria 
Pohorelova 
(Kyiv) 

Yuri Kuts 

 
In the final weeks of this reporting period, strategic plan development began in each of the 
six participant cities. The LED teams visited their respective cities and held meetings with the 
mayors (or deputy mayors) and project coordinators in the cities to discuss the nature of their 
cooperation with the program and the tasks that needed to be fulfilled in the near future, 
including:   

 
1. Development of a community profile  
2. Creation of a Strategic Planning Committee and the preparation and hosting of its first 

meeting in the second half of April   
3. Completion of business attitude survey (BAS) to study the business climate in the city 

 
Community profile and business attitude survey forms were delivered to each city. In four 
cities (Ivano-Frankivsk, Pryluky, Chortkiv and Kalush), ERUM conducted a test of the BAS 
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by interviewing one businessperson in each city. Based on the test results, minor changes 
were made to the BAS questionnaire to better adapt it to the Ukrainian context.  
 
As noted above, on March 30th a workshop was held in Kyiv for the project coordinators 
from each city and our LGSO representatives on how to develop the community profile and 
how to organize interviews for the business attitudes survey.  
 
 
Task 4: Implementation of LED Strategic Plans. 
 
Activities related to the implementation of LED strategic plans and activities, such as 
development of LED implementation tools, training seminars, and foreign direct investment, 
are described elsewhere in this report.  ERUM began discussion with USAID about the 
opportunity to develop specialized training for MOEDs based on a certificate course that 
Berman Group/Prague is currently offering to city of the Czech Republic under contract with 
the Government of Czech.   
 
 
Task 5: Legal and Regulatory Framework. 
 
ERUM participated on a task force to prepare legislative proposals on strengthening local 
finances and financial decentralization. The task force, formed under the parliamentary 
Committee for State Development and Local Governance includes members of the 
Parliament, the first deputy finance minister, the deputy economy minister, city mayors, a 
number of officers from central executive agencies, consultants of the Committee, 
representatives from some NGOs, and representatives from some USAID-funded projects. 

 

The Task Force held a number of meetings, where it developed proposals on how to 
strengthen own-source revenues of local governments within the general structure of budgets, 
support the investment appeal of cities and regions, and create conditions for actual economic 
development. 

 

In addition, ERUM, with the USAID-funded UCAN project, co-funded the 10th Annual 
Municipal Hearings in Sudak in cooperation with the President’s Fund for Support of Local 
Government which took place March 15-17. The hearings featured national, regional, and 
local government officials as well as outside experts who addressed the prospects for 
administrative and territorial reforms in the government structure under the new leadership. 
This conference was the prelude to another series of meetings and report by the president and 
prime minister of Ukraine on local government policy to take place in April.  A memorandum 
analyzing the hearings and detailing the results was submitted to USAID during the quarter.  

 
 
Task 6: Regional Economic Development Support. 
 
During the quarter, ERUM considered a variety of options for addressing the need to provide 
support for regional economic development. Potential candidates for regional economic 
development assistance include the following options:  
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• Ternopil oblast and adjoining areas 

• Kharkiv oblast 

• Sevastopil and surrounding area 

• Tourist clusters in Crimea and western Ukraine  

• Southern “Croissant” bordering the Black Sea  

• Donbass  

• Kyiv oblast “tourist ring” 

• Cities along current and planned European transportation corridors 

• The Danube Delta area 

 

Task 7: Information Dissemination. 
 
The project continues to move forward on a variety of fronts to disseminate information and 
develop the tools do so more effectively in the future. During the quarter activities included:  
 

• Development of the Journal for Local Economic Development. The preparation work 
for publishing the LED journal continued. A title for the journal will be, in Ukrainian, 
“Economic Advisor of Ukrainian Cities”. In the last month of the quarter, once the 
project received its registration and accreditation, efforts were initiated to officially 
register the journal. Development of the content for the first issue of the journal was 
begun and is underway. 

 
• Website development. Development of the structure of the project website began and 

two final versions of the website have been prepared in MYSQL. The domain name 
and addresses were reserved. 

 
• Increasing capacity of local public information offices to communicate LED issues. 

After the first six strategic planning cities were selected, development began of a 
network of local communication specialists in those cities. The cities of Ivano-
Frankivsk, Kalush and Chortkiv presented their draft plans for their information 
campaigns. A press-conference entitled, Implementation of the ERUM Project in 
Ukraine and in Ivano-Frankivsk, was held on March 22. The press conference was 
prepared by the local media advisor to the Ivano-Frankivsk mayor with assistance 
from the ERUM project. The press conference was attended by 8 journalists from TV, 
radio and the paper press. 

 
• Project introduction. . The project presentation ceremony held on March 30th 

informed national and regional level stakeholders about ERUM and served as the 
public announcement of the first six strategic planning cities. About 90 participants 
attended the event, including 10 media representatives. The information about the 
project and USAID assistance appeared on 5th TV channel and on Voice of America 
Broadcasting. As one of the results of the project presentation we received an 
invitation from the Local Government Support Fund to cooperate to finance 
innovative local economics development projects. 
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• Development of contacts with regional journalists and municipal press departments. 

ERUM personnel started contacting and meeting with national and regional 
journalists as well as heads of municipal press departments in target cities with the 
aim to conduct needs assessment as a basis for future training.    

 
 
Other Activities 
 
FDI Initiatives. The project began preparing for a conference on Foreign Direct Investment to 
be held in Kiev on April 27th  
 
Monitoring and Evaluation. Terms of reference for a baseline study on local economic 
development indicators was prepared and distributed to five firms.  Of two applications 
submitted, the Institute of Reforms was selected to carry out the study beginning in April.   
 

D.  Project Progress 

Tasks and Indicators Per Work Plan Cumulative 
Status 

Task 1: Participating City Selection Strategy 
• City selection strategy and criteria submitted to USAID Complete 
• 50 cities selected 15 of 50 
• Graduation criteria for participating cities submitted to USAID Complete 
 
Task 2A: Building Ukrainian Capacity – Development of Municipal LED Toolkit 
• Toolkit volume 1 completed Not complete 
• Toolkit volume 2 completed  Not complete 
• 40 local and regional seminars on best practices and lessons learned 2 of 40 
   
Task 2B: Building Ukrainian Capacity – LGSOs Capacity Increased 
• 50 LGSO trainers trained and engaged in training stakeholders 8 of 50 in process 

15 of 50 selected 
0 of 50 complete 

   
Task 3: Strategic Plan Development 
• 1,500 municipal, local business, and NGO reps trained in LED Approx. 180 of 1,500 

in process 
 

0 of 1,500 complete 
• LED strategic plans created in 45 cities 6 of 45 in process 

 
0 of 45 complete 

• 5 study tours to near east countries 0 of 5 
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Task 4: Implementation of LED Strategic Plans 
• 45 cities develop project action register 0 of 45 
• 45 cities implement at least one high-priority project 0 of 45 
• Innovation Fund approved by USAID Not complete 
• Award criteria and procedure Not complete 
   
 
Task 5 : Legal and Regulatory Framework 
• 45 cities improve local regulations to improve business environment and 

enhance attractiveness for investment 
0 of 45 

• 3 public information campaigns conducted in Years 2-5 0 of 3 
• 3 public hearings held in Years 2 and 3 0 of 3 
• Report published on the national legal and regulatory environment for 

LED 
Not complete 

• Publish handbook on best regulatory practices Not complete 
   
Task 6: Regional Economic Development Support 
• 3 economic development plans prepared and adopted by cities 0 of 3 
• Each partnership implements one high-priority project component Not complete 
   
Task 7:  Information Dissemination 
• Outreach and communication strategy developed for non-target cities Complete 
• 20 non-target cities embrace principles and practices of project 0 of 20 
 
 
E.  Reports and Deliverables 

• Report on the Sudak Conference 
• Report on assistance to Mentor Cities 
• Municipal LED Toolkit outline 
• Graduation criteria 

 

F.  Performance Challenges 

No significant performance challenges were confronted during the quarter although issues 
related to the delay in the official registration and accreditation of the project did cause 
significant delays in getting the project fully operational administratively. These delays had 
only minimal impact on the project’s technical activities.  
 

G.  Status of Budget Expenditures 

Contract Budget:  $10,286,718.00
Obligated Funds:  $1,960,000.00
Actual Expenditures thru February 2004:   $855,600.68
Anticipated Expenditures thru March 2004:   $1,025,600.00
Balance of Obligated Funds:  $934,400.00
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H. Activities Planned for Next Quarter 

 
Task 1: Participating City Selection Process. 
 
Contacts will be maintained with the cities set to participate in wave two beginning in 
September 2005 to monitor any changes in status.  Site visits will be made to meet the 
mayors of the proposed cluster of Truskavets, Drohobych, Boryslava and Stebnyck.   
 
ERUM plans to increase the number of cities per wave to eight beginning in September 
contingent upon hiring of an additional LED specialist.  Interviews and selection of the 
additional specialist will take place in April.  Additional site visits will be made to Ternopil, 
and other cities from the city selection feedback and with consultation with USAID to select 
and additional two cities for wave two.   
 
 
Task 2: Building Ukrainian Capacity. 
 
Sub-task A: Municipal LED Toolkit 
 
The first volume of the toolkit will be completed and submitted to USAID for review and 
approval during the next quarter. Best practices, case studies, and success stories from within 
Ukraine and elsewhere in the region will be collected for inclusion in the second volume. 
 
Sub-task B: Building LGSO Capacity 
 
LGSO strategic planning trainees will continue to receive on-the-job training as members of 
our LED strategic planning teams working in the six strategic planning cities. Regional 
training offices will be selected to serve as venues for the monthly training seminars that will 
begin in June. A sourcebook on LGSOs for local governments will also be finalized. 
 
 
Task 3: Strategic Plan Development. 
 
During the next quarter the ERUM project will lead each the six strategic planning cities in 
conducting the following activities: 
 

• Business attitude survey 
• Environment scan 
• Identification of critical issues 
• SWOT analysis and strategic visioning 
• Creation of task forces 
• Hosting of first public meeting on LED  

 
 
Task 4: Implementation of LED Strategic Plans. 
 
Actual implementation of strategic plans for the first six cities will not begin until the fourth 
quarter of 2005 after each of the plans has been completed and approved by local city 
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councils. However, in anticipation of implementation activities, ERUM will develop the 
program, mechanisms, and procedures for dispersing grants to cities from the Innovation 
Fund to support the implementation of high-priority projects identified in the strategic plans 
of each city. ERUM intends to field a short-term grants management specialist to help 
develop the grants manual and to train ERUM staff in grants management and monitoring 
under USAID contracts. 
 
During the next quarter ERUM will also work with the three model cities (Kamyanets-
Podilsky, Komsomolsk and Berdyansk) to approve a plan for implementation of specific 
LED best practices and tools.  
 
 
Task 5: Legal and Regulatory Framework. 
 
As part of the strategic planning process, during the next quarter each of the first six partner 
cities will conduct a business attitude survey which will include questions regarding the legal 
and regulatory challenges businesses face when working with local government. This will be 
the first step in helping cities improve the regulatory environment to improve the business 
climate in their community. 
 
As part of the toolkit development, ERUM is collecting Ukrainian and international best 
practices on reviewing and updating local legal and regulatory practices affecting businesses. 
These best practices as well as case studies and success stories will be incorporated in to the 
toolkit. 
 
Following the election of Viktor Yushchenko, the country is in the midst of a sea change in 
its legal and regulatory framework, much of which will significantly effect local government 
and economic development.  As this new reform environment was not foreseen during the 
project design phase for ERUM, ERUM will consult with USAID on the most appropriate 
use of funds in this task going forward.   
 
Task 6: Regional Economic Development Support. 
 
ERUM will begin discussions with USAID regarding possible regional projects and their 
timing.  Site visits may begin in the next quarter.   
 
 
Task 7: Information Dissemination. 
 
Activities under Task 7 for the next quarter are grouped in three areas: 
 

1. Local information campaigns. 
 
To supplement the regular press coverage of the Strategic Development Committee meeting, 
each of the first six strategic planning cities will host at least one public event designed to 
promote their LED strategic planning activities to the general public in their community. 
Development of separate plans for this event is underway in each city and it is anticipate that 
these public events will be held in each city during the last week of June.  
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2. Information dissemination. 
 
The first issue of the ERUM Journal will be published not later then June. Two articles – one 
for the national press and one for the local will be written and published. The project web site 
should start functioning by the early June. 
 

3. Conferences and trainings 
 
The FDI conference will take place on April 27.  Training programs on LED for local 
journalists and municipal public information departments will begin in June. 
 
 

I.  Other Issues Affecting Project Progress 

Monitoring and Evaluation.   The baseline study to be conducted by the Institute of Reforms 
will be completed and report prepared.  


